Co-op Chats: Don't let your neighbors be misled. 


UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL ELECTRIFICATION ADMINISTRATION 


WASHINGTON 


March 18, 1946 


To All REA Co-op Officials: 


The friendly response made by a number of directors and managers to the 
first two Co-op Chats was most gratifying. It leads me to feel that 
this informal exchange of ideas and gpinions really serves a useful pur- 
pose in making all of us more aware of how we can make our individual 
efforts count the most in advancing the rural electrification progran 
locally and nationally. I appreciate the helpful comments and sugges- 
tions received. 


No doubt you. have been disturbed, as I have been disturbed, by the mali- 
cious propaganda campaign against co-ops, ineluding also REA CO-Ops, 
which has gained so much momentum recently. It is both malicious and 
misleading. Almost invariably, the advertisement or radio plug or 
slanted news item misstates or distorts the facts or attempts by insin- 
uation to create a false impression in the mind of the listener or reader. 


I have before me several of these ads of recent vintage, mailed in to us 
from different parts of the country. One power company "takes special 
pride" in going "beyond the call of duty" by supplying power to REA co-ops 
"for those regions beyond which a tax-paying company can take its own lines 


and remain in operation." It says that "as a private business we must pay 


our own way and help pay REA's as well." The obvious intent is to make the 
uninformed reader think that REA co-ops are not private business, do not 
pey taxes, and are not required to pay their own way. It also tries to 
create the impression that the power company has gone’ just as far as it 
could possibly go in extending aréa-wide service to all rural people and 
that it subsidizes REA co-ops by selling wholesale power to them at a loss. 
It so happens that this particular power company charges the co-ops an 
average wholesale rate about fifty percent higher than does another power 
company operating in the same general area. 


Another ad,' from another part of the country, objects to REA co-ops feder- 
ating for the purpose of building and operating their own generating 
plants "when business companies already have adequate lines and capacity 
to supply every cooperative with low-cost electricity." It implies that 
the demand for generating plants does not come from the co-ops themselves, 
that their construction is no part of a ars electrification program and 
that it means a "squandering of REA funds." It takes up the cause of "the 
small farmer along the rural lines" (the one served by an REA co-op because 
it was not "practical or economical" for a "business company" to serve him) 
who needs to be protected against "ambitious super-cooperatives" which re- 
sult “only in adding to the debt of the man who must eventually foot the 
bills." Here is a brazen revival of the old insinuation that REA co-op 
members are individually liable for co-op debts. 
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Other ads throw "government-owned business" and cooperatives in the same 

pot and level attacks against them indiscriminately. “Maybe you run a 

store or service station or a dress shop," says one power company ad. - 

"Would you like to have a next-door competitor who has little or no rent, a 
or taxes, or interest to pay, and who is kept in business partly by your 

tax money?" Then the ad goes on to tell you that "this is what happens 

with government and political electric power systems." i 


You directors and rank-and-file members of the REA co-ops, don't for a 
moment imagine that this does not mean you, just because REA co-ops are 
not specifically mentioned in this ad. To be excluded, you must be among 
"America's business-managed government-regulated electric companies" which 
"help the people turn in taxes = about 25% out of every dollar collected 
to help support our government." At least there is an admission here that 
the taxes paid by the power company do not come out of its own bag but 

out of the pockets of its customers, and that it merely collects them and 
turns them over to the government. But no word about the fact that any 
federal income taxes paid by a power company are merely a portion of the 
profits it made by selling power to its customers at a rate above cost. 
The less profit’ it makes, the less it has to pay to the federal income 

tax colléctor. 


I believe in the American system of free enterprise, and I want to see it 
remain free. There is room for individuals, partnerships or corporations 
who have a useful service or product to sell at a reasonable profit. And 
there is room for private enterprise organized by people who have a need 
in common and want to satisfy that need by serving themselves on a non- 
profit basis. 


It is no accident that rural people have turned to the co-op form of pri- 
vate enterprise, Many farmers, and particularly operators of family size 
farms, have learned by experience that the use of the cooperative method 
wherever practicable is their best insurance against having to go out of 
the business of farming or having. to eke out a living under conditions to 
which no sélf-respecting American wants to subject his family. 


Co-ops, though paying no federal income taxes because they make no profits, 
do have to pay virtually all other local, state and federal taxes, just as 
does any other private business. In addition, they help their members to 
a better standard of living and often to a higher income, This means 
higher federal and state tax revenue through higher personal income tax 
payments,!as well as higher local tax revenue because the improvements 
made possible by co-op participation raise property values. And higher 
income and living standards of rural people are invariably reflected in 
increased business and profits in the business community where these rural 
people trade. It is no service to the business men in rural towns to 
prejudice them against the co-ops which enable the farm families to spend 
more money with these businesses in town, 
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fs for the REA co-ops, they ask no subsidy, either from the Federal Govern- 
ment or from the commercial power companies. They pay their own way. They . 
are paying millions of dollars every year to the utility industry for whole- 
sale power which could not be sold if the co-ops were not in existence. They 
have made an excellent record in meeting interest and principal payments: on 
their REA loans. Today, less than one percent of the amounts due on these 
loans is delinquent more than thirty days. And nearly $20,000,000 of prin- 
cipal have been paid in advance of due date. Considering that the oldest REA 


co-op has been in operation less than ten years and that all of them have been 


handicapped for several years. by wartime shortages of manpower, construction 
materials, and electric equipment, this is indeed a remarkable record. 


The power companies, in their full-page national advertising, constantly 
assert that they are "business-managed." Frankly, I can't get any real mean- 
ing out of that phrase. Is there any business which is not "business-managed"? 
What does matter is whether a business is managed economically, efficiently, 
and soundly. On that score, BEA co-ops stick ‘up very well, as shown by their 
record of performance up to now. Of course, the objective of an REA co-op 
"business-managed" enterprise is not to make profits for stockholders but to 
provide its members with dependable and low-cost electric service on an area- 
wide basis and without financial loss to the Federal Government which has 
loaned the necessary funds. Iléet's continue to keep that objective in mind. 


As for power company claims of efficient management and of concern for the 
public welfare, let -us not be led by empty catch phrases into forgetting 

the exposure of utility. holding company manipulations and the crashing of 
utility empires within recent years. These current advertising campaigns to 
curry public favor remind one strangely of similar campaigns a decade or two 
ago to keep the public from realizing what the power trust was doing to the 
Nation's power business. It is up to you REA co-op leaders to see to it 

that at least the rural people will not be fooled by misleading power: company 


propaganda. 


I do not believe that it is desirable for the REA co-ops to enter into a 
prolonged advertising duel with power companies which seem to have unlimited 
funds available for that purpose. In either case, the cost of such lavish 
advertising can come only out of what the consumers pay, supposedly for 
electric service. It is not in a co-op's interest to raise the cost of 
service to its members by running up a high advertising bill. 


The best counter measure against a campaign of misinformation seems to me 

a good educational program within the co-op membership, through news letters 
and group end afnual meetings, so that every member knows the facts and will 
see to it that his friends and. business acquaintances in the community will 
also get the facts. What are you directors and managers doing or planning 
to. do to make sure of a well-informed membership that can and will. defend 
REA. co-ops against unwarranged attacks? 


Administrator 
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